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TAGS: EFIN, IT 

SUBJECT: OSSOLA REVIEWS ECONOMIC SITUATION WITH PRESS 

PASS TREASURY AND FRB 

1 . ON JULY 21 SUMMARIES OF A PRESS INTERVIEW GIVEN BY RINALDO 
OSSOLA, DIRECTOR GENERAL OF BANK OF ITALY (BOI) CONCERNING 
ITALY'S ECONOMIC SITUATION RECEIVED WIDE ATTENTION IN BOTH 
FINANCIAL AND GENERAL PRESS. MAIN POINTS MADE BY OSSOLA FOLLOW. 

2. INTERNATIONAL: (1) ITALIAN FOREIGN EXCHANGE RESERVES 
HAVE INCREASED BY OVER ONE BILLION DOLLARS SINCE THE JUNE 20 
AND 21 ELECTIONS, (2) BOI INTERVENTION POLICY HAS BEEN 
"ELASTIC" AND "IN CONFORMITY WITH INTERNATIONAL MONETARY FUND 
DIRECTIVES CONCERNING INTERVENTION IN THE FOREX MARKET," 

(3) RECENT DEPRECIATION OF LIRA HAS NOT STIMULATED "A MAJOR 
INCREASE IN ITALY'S EXPORTS," (4) GOI 

HAS REQUESTED FROM IMF AND EEC A THREE-MONTH RENEWAL OF THE 
PRIOR DEPOSIT PROGRAM, AND (5) USE OF ITALY'S GOLD 
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'INSTEAD OF ADOPTING A RIGID ECONOMIC PROGRAM 
WOULD BE PURE FOLLY,' 1 

3. /DOMESTIC/: (1) "ABOVE ALL THE NEW ITALIAN GOVERNMENT 
SHOULD REDUCE THE TREASURY DEFICIT, AS HAS BEEN DONE IN 
GREAT BRITAIN, BEGINNING WITH YEAR’S BUDGET." THIS 
REQUIRES AN INCREASE IN TAXES AND A "PARTICULARLY SEVERE 
REDUCTION IN PUBLIC SPENDING, WHICH IN THE LAST FEW YEARS 
HAS INCREASED AT AN UNACCEPTABLE RATE," (2) A WAGES OR INCOMES 
POLICY IS NECESSARY WHICH WOULD LIMIT INCREASES IN WAGES TO 
SAME RATE OF EXPANSION AS REAL NATIONAL INCOME, 

(3) IT WILL BE NECESSARY TO EXPAND ITALY'S PRODUCTIVE 

CAPACITY FOR BOTH EMPLOYMENT AND BALANCE OF PAYMENTS REASONS, 

(4) OSSOLA IS PERSONALLY FAVORABLE TI FIXING AND MAKING 
PUBLIC SPECIFIC GOI MONETARY OBJECTIVES AS IS DONE IN 
GERMANY AND THE US. THE MAJOR OBJECTIVE WOULD BE A MORE 
CERTAIN MONETARY ENVIRONMENT ALLOWING THE MAKING OF ECONOMIC 
AND FINANCIAL DECISIONS, AND (5) EEC 1976 CREDIT LIMITS 

PLACED ON ITALY HAVE AIM OF LIMITING THE MONETIZATION OF 
THE TREASURY DEFICIT AND NOT ONLY THE EXPANSION OF OVERALL 
CREDIT. VOLPE 
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